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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

HANDELSBANKEN MARKETS SECURITIES, INC.

P, ﬁ@@ESgED

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: K
(Do not use P.O. Box No.) JUN ﬁ 5 ZG@E

THOWM,
875 Third Avenue ’ SON
e 4th Flf!),I\"ANClAL
(No. and Street)
New York NY 10022
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Tamara Hunter

(Area Code — Telephone No.)
Chief Compliance Officer 212-326-5153

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
(Name ~ if individual, state last, first, middle name)

ROTHSTEIN KASS & COMPANY P.C.

4 BECKER FARM RD ROSELAND NdJ 07068
(ADDRESS) Number and Street City State Zip Code
CHECK ONE:

X | Certified Public Accountant
Public Accountant
Accountant not resident in United States or any of its possessions.

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public
accountant must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section
240.17a-5(e)(2).




2.

OATH OR AFFIRMATION

I, TAMARA HUNTER, swear (or affirm) that, to the best of my knowledge and belief the accompanying
financial statements and supporting schedules pertaining to the firm HANDELSBANKEN MARKETS
SECURITIES, INC. as of 12/31/2005, are true and correct. I further swear (or affirm) that neither the
company nor any partner, proprietor, principal officer or dirgctor has any proprietary interest in any

account classified solely as that of a customer: .

FRANK DiORIO )
Notary Public, State of New York T 1T
No. 01D!5018829 Tamara y“‘l\;:tr
Qualified in Queens Count Chie/f Compliance Officer

Commission Expires Oct. 12, ___Z_i?ﬁfj

45%4/ 2.2

|~

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page

(b) Statement of Financial Condition

(c) Statement of Operations

(d) Statement of Cash Flows

(e) Statement of Changes in Stockholder's Equity

() Statement of Changes in Subordinated Borrowings

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirement Pursuant to Rule 15¢3-3

(i) Information Relating to the Possession or Control Requirements Under Rule
15¢3-3
(j) A Reconciliation, including appropriate explanation, of the computation of Net

Capital Under Rule 15¢3-1 and the Computation for Determination of the
Reserve Requirements Under Exhibit A Rule 15¢3-3

(k) Schedule of Segregation Requirements and Funds in Segregation Pursuant to
Commodity Exchange Act

()) A Reconciliation between the audited and unaudited Statements of Financial
Condition with respect to methods of consolidation

(m) An Oath or Affirmation

(n) A Copy of the SIPC Supplemental Report

(0) Independent Auditors’ Report on Internal Control Structure Required by SEC
Rule 17a-5

(p) A Report describing any material inadequacies found to exist or found to have
existed since the date of the previous audit

A OO O A

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3)
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fax 973.994.0337 ‘ San Francisco
www.rkco.com Walnut Creek

Rothstein Kass
INDEPENDENT AUDITORS' REPORT

Board of Directors
Handelsbanken Markets Securities, Inc.

We have audited the accompanying statement of financial condition of Handelsbanken Markets Securities, Inc.: (the
“Company”), a wholly owned subsidiary of Svenska Handelsbanken AB, as of December 31, 2005. This statement of
fihancial condition is the responsibility of the Company's management. Our responsibility is to express an opinion on
this statement of financial condition based on our audit. :

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the statement of financial condition, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides a reasonable
basis for our opinion.

in our opinion, the statement of financial condition referred to above presents fairly, in all material respects‘ the
financial position of Handelsbanken Markets Securities, Inc. as of December 31, 2005 in conformity WIth accounting
principles generally accepted in the United States of America.

Qm,,(w Lmemrl pe.

Roseland, New Jersey
February 9, 2006
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“A‘N,DEL:SB‘ANKEN MARKETS SECURITIES, INC.

(AWhoIE§(© d Subsidiary of Svenska Handelsbanken AB)

STATEMENT OF FINANCIAL CONDITION

December 31, 2005

ASSETS

Cash and cash equivalents
Receivables from brokers and dealers
Furniture and equipment, net

Prepaid income taxes

Deferred tax assets, net

Other assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Due to affiliates ‘
Accounts payable and accrued expenses

Total liabilities

Liabilities subordinated to claims of general creditors

Stockholder's equity
Common stock, $.01 par value, 1,000 shares
authorized, issued, and outstanding
Additional paid-in capital
Retained earnings

Total stockholder's equity

See accompanying notes to financial statements.

$

6,221,516
470,418
74,495
113,550

414,573

$

$

35,134

7,329,686

489,963
1,272,452

1,762,415

2,000,000

10
2,599,990
967,271

3,567,271

7,329,686




1. Nature of business and summary of significant accounting policies

Handelshanken Markets Securities, Inc. (the "Company"), a wholly owned subsidiary of Svenska Handelsbanken AB
(the “Parent”), was incorporated in the State of Delaware on January 9, 1995. The Cornpany is a broker dealer
registered with the Securities and Exchange Commission (“SEC”) and a member of the National Assoc&atlon of
" Securities Dealers, Inc (“NASD"). The Company engages primarily in equity brokerage services.

The Company acts as an agent for institutional customers and other broker-dealers in the purchase and sale of

foreign securities. The Company executes and clears all of these foreign trades through the Parent and affiliates.

These trades are settled on a delivery versus payment basis. The Company’s commissions on foreign securities
transactions are collected by the Parent and remitted to the Company monthly.

All domestic securities transactions are cleared through a clearing broker on a fully-disclosed basis and, accordlhgly,
the Company does not carry securities accounts for customers or perform custodial functions relating to the
customers’ securities.

Cash and Cash Equivalents

The Company considers money market accounts to be cash equivalents.

Fair Value of Financial Instruments

Financial Accounting Standards Board Statement No. 107, Disclosures About Fair Value of Financial Instruments
requires that all entities disclose the fair value of financial instruments, as defined, for both assets and I|ab1I|t|es
recognized and not recognized in the statement of financial condition. Virtually all the Company’s fi nancial -
instruments, are carried at, or approximate, fair value.

Fumiture and Equipment

Fumiture and equipment is stated at cost less accumulated depreciation. The Company provides for depreciation as
follows:

Estimated
Asset Useful Life Principal Method
Furniture and fixtures 5-7 years Straight-line
Computer equipment 5 years Straight-line

Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related revenues and expenses are recorded on the trade-date basis.



1. Nature of business and summary of significant accounting policies (con‘tinued)

Income Taxes

The Company complies with Statement of Financial Accounting Standards No. 109, "Accounting for Income Taxes"
which requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred
income tax asset and liabilities are computed for differences between the financial statement and tax bases of
assets and liabilities that will result in taxable or deductible amounts in the future based on the enacted tax laws
and rates applicable to the periods in which the differences are expected to affect taxable income. Valuation
allowances are established, when necessary, to reduce the deferred income tax assets to the amount expected to
be realized.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

2. Furniture and equipment

Details of furniture and equipment at December 31, 2005 are as follows:

Furniture and fixtures $ 32,631
Computer equipment 135,574
168,205
Less accumulated depreciation 93,710
$ 74,495

I

3. Liabilities subordinated to claims of general creditors

At December 31, 2005, the Company had a $2,000,000 subordinated loan agreement with its Parent which was in
accordance with an agreement approved by the NASD. The subordinated loan matures on December 31, 2008}and
bears interest at 3.4% per annum. Interest expense related to this loan was approximately $69,000 for the year
ended December 31, 2005. !




(ANKEN MARKETS SECURITIES, INC.

ary of Svenska Handelsbanken AB)
ANCIAL STATEMENTS

4. Net capital requirement

The Company is a member of the National Association of Securities Dealers, Inc., and is subject to the Securities and
Exchange Commission Uniform Net Capital Rule 15¢3-1. The Company has elected to compute its net capital
requirement, pursuant to SEC Rule 15¢3-3, in accordance with the Alternative Net Capital Requirement which
requires that the maintenance of minimum net capital shall not be less than $250,000. At December 31, 2005! the

Company's net capital was approximately $4,690,000, which was approximately $4,440,000 in excess of its minimum
requirement of $250,000.

5. Exemption from rule 15¢3-3

The Company operates pursuant to exemption (k)(2)(i) of Rule 15¢3-3 of the Securities and Exchange Commlssmn
and accordingly, settles all transactions on a delivery-versus-payment/receipt-versus-payment basis.

6. Income taxes

The provision for income taxes consists of the following:

Current

Federal $ 708
State and local 50,230
50,938

Deferred
Federal ‘ 56,809
State and local 13,535
70,344
$ 121,282

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets at December
31, 2005 are as follows:

Deferred tax assets, net:

Net operating loss $ 393492
Depreciation 12,460
Vacation accrual 6,381
Other ‘ 2,240

$ 414573
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6. Income taxes (continued)

Deferred tax assets, net, at December 31, 2005 represents the anticipated federal, state and local tax benefits that
are expected to be realized in the future years upon the utilization of the underlying tax attributes comprising this
balance.  Based upon current facts, management believes it is more likely than not that the resuits of future
operations will generate sufficient taxable inccme to realize the deferred tax assets. Accordingly, there are no
valuation allowances recorded against the deferred tax assets at December 31, 2005. The Company'’s Federal and
New York State net operating losses of approximately $1,030,000 begin to expire in 2022,

7. Concentrations of credit risk

The Company is engaged in various brokerage activities whose counterparties are primarily institutions. In the
normal course of business, the Company is involved in the execution and settiement of various securities transactions
whose counterparties are primarily institutions and affiliates. These activities may expose the Company to risk in the
event that the counterparty is unable to fulfill its contracted obligations and the Company has to purchase or sell the
securities underlying the contract at a loss.

The Company has receivables and payables for financial instruments sold to and purchased from brokersiand
dealers. The Company is exposed to risk of loss from the inability of the brokers and dealers to pay for purchases or
to deliver the financial instruments sold, in which case the Company would have to sell or purchase the financial
instruments at prevailing market prices. Pursuant to the terms of the agreement between the Company and the
clearing broker, the clearing broker has the right to charge the Company for losses that result from a counterparty’s
failure to fulfill its contractual obligations.

The Company maintains its cash balances in various financial institutions. These balances are insured by the
Federal Deposit Insurance Corporation up to $100,000 per institution.

8. Related party transactions

During the normal course of business, the Parent provides and accounts for a portion of the Company's business.
The Parent also provides and accounts for a portion of the Company’s business activities.

For the year ended December 31, 2005, the Company received commission income of $6,016,097 from the Parent
relating to transactions with the Parent and affiliates. Commissions receivable from the Parent amounted to $239 723
at December 31, 2005 and are included in receivables from brokers and dealers in the accompanying statement of
financial condition. In addition, the Company clears all of its customer transactions in foreign securities through the
Parent and affiliates. The related clearance fees charged by the Parent and affiliates amounted to $1,062,040 for the
year ended December 31, 2005 and are included in floor brokerage, exchange, and clearance fees in! the
accompanying statement of operations.

Pursuant to a service agreement between the Company and Svenska Handelsbanken New York Branch |(the
“Branch”), an affiliate, the Branch allocates expenses to the Company based on expenses incurred by the Branch on
behalf of the Company related to its daily operations. For the year ended December 31, 2005, expenses allocated to
the Company by the Branch were approximately $2,945,000. These allocated expenses are included in occupancy
and equipment in the statement of operations. At December 31, 2005, the Company owed the branch apprommately
$490,000, representing the December 2005 expenses paid by the Branch.



9. Employee benefit plan

Money Purchase Plan

The Company maintains a money purchase plan which covers all current employees. Annual contributions to the
plan are at the sole discretion of the Company. During the year the Company contributed 10% of each employee’s
annual salary, up to a maximum of $21,000 per employee, to the plan. The Company incurred expenses of $173;318
for the year ended December 31, 2005 related to its contribution to the plan which is included in employee
compensation and benefits in the statement of operations.



